STATE OF CALIFORMIA--HEALTH AND WEIFARE AGENCY

DEPARTMENT OF SOCIAL SERVICES
744 P Street, Sacramento, CA 95814

September 3, 1987

ALL COUNTY LETTER NO. 87-118

T0: ALL COUNTY WELFARE DIRECTORS

SUBJECT: EFFECT OF TAX REFORM ACT OF 1G86 ON AFDC

REFERENCE: EMERGENCY REGULATEDNS——MPP Ii4-133,631 and .752
MPP 45-340.7
(RDB #0787<36)

The Tax Reform Act of 1986 (P.L, 99~514) includes several amendments to the Social
Security Act which impact the AFDC program., The attached emergency regulations,
effective September 1, 1987, contain provisions for implementing these changes. The
major substantive changes in this law applicable to the AFDC program are, 1) the
increase in the standard earnings disregard from $50 te $75 for part-time employed
stepparents and senior parents/legal guardians and 2) the deletion of the deeming of
senior parent income for 18 year old "minor" parents. Additionally, the regulations
require corrective payments for underpayments resulting from these changes,

You will note that MPP 44-340.7 provides instructions for identifying and taking
corrective action on cases which have been underpaid since the effective date of the
Tax Reform Act (October 22, 1986)., These instructions pertain specifically to
retroactive action on cases between October 22, 1986 and August 31, 1987. (The
change will be effective beginning with November 1, 1986 grants for continuing cases
and October 22, 1986 or later for new cases and restorations.) The time frames for
retroactive implementation are intended tc provide counties with flexibility in
identifying affected cases. These time frames are not intended to preclude prompt
correction of an underpayment which otherwise comes to the attention of the county.
In such an instance, the county must take all reascnable steps necessary to promptly
correct the underpayment, pursuant te MPP 44-340,13.

Prospective application of the regulations commences with the effective date of
September 1, 1987, Counties may wish to begin the case identification process
and/cr development of instructions te staff for affected cases, New cases and
continuing cases with reinvestigation dates of September 1 forward should be flagged
to facilitate prospective application of the regulations.



Notices of Action for retroactive and prospective implementation are being
developed and will be issued as soon as pessible,

Please contact Jim Mullany of the AFDC and Food Stamp Policy Implementation Bureau
at (916) 328-2661 (ATSS HU54-2661) with questions regarding the disregard and deeming
provisicns of the new regulations, or Lynne Reich at (916) 324~-2009 (ATSS 454-2009)
regarding the underpayment provisions.
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Deputy Director

Attachments

ce:  CWDA



Amend Sections 4‘!“133.631(6}' eT1lle w7529 oa79%3¢ <7549 «T5%5 and
«756 to read:

44-133 TREATMENT DOF INCOMF {Lontinued) 441373

«H Incomer In Cases Wherr A Stepparent Resides 'n The Home
{(Continued)

«63 Computation of Income to the Assistance lUnit

«631 The stepparent's income deemed available to the
assistance unit is determined as follows:

{a) Netermine the stepparent's net nonexempt
income according to the orovisions in
Chapter 44-10N0a when determintng et

earned tneome the Stepparest <shaldl pe
entteted +a a4 work expense disregard  as
fottowss

{1y When the Steposrent worked a4+ Jeass
168 hours and at least I3 days in £he
montlh e whieh  khe sarmtaas are
ateributabiey aliaw a £35 disreaards

When datermining net earned income
the stepparent shall be entitied +to
the £75 work expense disreqarda
{HANDBOOK:  See Section 44-113.214).

+2+ Hhem khe stepparent werked less than
388 Rodurs er tess +hanm 13 days A £he
momth 4o whieh the esarmniAes are
attritbutobity atdow a 585 disreqerds

£33 When +he Reurs amd days  are Aot
resortad on the C4-Fy buob information
provided 435 sufficient Lo debermipe
that +£R2 stepearent was emoteyed ab
sometime doaring the menathy asndy Lhe
50 disregards

12} The dependent care expense disregard
in Sestiem 44—113=215 and the $30 and
1/3 andsy as applicahbies, the $30
disreqgard 4nm Seetten &L4—133s2ls  sad
by TGy BTF shall not be allowed.
IHAKDBODK: S=e Sections 44-113.215.
2216 and .?717%a.




(D) {Continuar)
{c) {Continued)

{d) iCentinued)

Income in Cases Where the Senior Parents or Legal Guardians
Reside in the Home with a Minor Parenta

« 71

72

-T2

74

« 75

Definitions (Continued)

«711 A Minor Parent is a parent who is lass than 188
years of ages The term minor parent alse includes
a pregnant woman less than 198 years of age who
has no other children in the home. '

(Continued)}
{(Continued)
{Continued)

Computation of income to the Assistance Unit.
{(Continued).

« 752 Determine the net nonexempt income of each senior
parent or legal gcuardian according to the
nrovisions in Chapter 44-100.

{a) When determining net earned incomey sach
employed senior parent or legal quardian
shall bhe entitled to the fellering work
expense disregerds frox gross earntnagst: $75
work expense disregarda. {HANDBNOOK : Sae

++¥ HWhen +he sentor parent of Fegad
audrdian warked a4t  Jeast 187 hours
ard at lesst 33 days tm the momth te
whieh £he imeome was sarnedy atdew 2
+£¥5 disregards

+24 When the sSsemier parept er Jeast
auardtan worked less tham 183 hodrs
ar tess tkhar 13 days in bhe montk Lo
whtekR dLhe tnceme was earnsdy Altow A
£58 drsreadtrds

+3y Hhen  dhe bedrs and days  ara pod
reportedy bot itmformatien provided +s



suffictent +o determine that the
sentor parent or tegol guardian was
empltoyed at somebime ddring e
monthy atlow a 50 disreqards

{4b) " The dependent care exoense disregard, the

$30 anr one-third disrenard and the €30
disregard shall not be alloweds (HANDBAOK:
See Section 46—113.7215s 44-113.216 and

«*53{c) (Continued)

vI54{d] {Continuerd)

.7553

<1564

Authority Cited:

Reference:

{Continued)

{Continued)

Sections 10553, 10554 and 10604 Welfare and
Tnstitutions Code.

Sectinns 105%3 and 104604, Wel fare and
Institutions Code; Tax Peform Act of 198&,
Section 1883(hH) {Public Law 99-514s October 22y
1986} UeSe Department of Health and Human
Services Action Transmittal (No. FSA-AT-87-4)
dated April 16+ 1987,




Ariopt Section 44-340.7T7 to read:

44340 UNDERPAYMENTS (Continued] La4=-R40

«7 An  assistance unit shall be cansidered 0o be undernaid if it
meets any of the criteria described in Section 44-340.71.

«71 One of the following circumstances occurred In  the
pariod__between fctober 22, 1986y throucgh Auqust 31,
1987«

«711 Senior Parent/Legal Guardian Unit (HANDBOOK: Sae
Mp P Section 441337} 3¢ Stenparent Unit
{HANDROOK: See MPP Section 44~133.63 was cranted
a part—time $50 work related expense disragards.

{ay The CWD shall allow the Fyll  $75 work
related expense disregard retroactive to
October 22% 1984y ofr tha date of
eligibility to the work related expense
disregards whichever is laters :

» 712 Senior Parent/Lteqgal Guardian {HANDANODK: See MBP
Section 44-133.75) income was allocated to the
assistance unit  because of an 1R-vear-old minor
parent living at home and attending schoola

{3a) The CWHN shall racompute the amount
available to thn assistance unit without
consideration of the income allocated from
the Senior Parent/Lega) LHuardian
retroactive to Netoher 224 1986

«72 The case reviews recomputation and correction of the
underpaypent shall be completed as sgon _as possible and
not later than the deadiines set forth helow:

<721 The date of the next annual redetermination of
2licibility or the date of terminations whichever
is earliere for all current recipients on__the
effective date of this regulation;

« 722 Sixty days from +the date aid is aranted for
reapolications and reauests for restoration of aid
within one yaar of the effective date of this
requliation;

«723  Sixtv davs from the date of a request for review
in 311 nther casese




HENDBOOK! «724 This reculation_is_effective September 1, 1987.

Autherity Cited:

Reference:

Sections 10553 105484 and 10604y Welfara and
Institutions Codeo.

Sections 10553 anrd 10604, Welfare and
Institutions Code; Tax Reform Act of 1986y
Section 1HBB3(h). {Public Law 99-514, flctober
22y 1986}); UeSe Nepartment of Health and Human
Services Action Transmittal (No. FSA~AT-87-4%)
dated April 1A, 1987.



